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Summary 

This report provides data on federal spending by agency and by budget function 
for FY2001 through FY2006. 1 The agency and function data, ranked by size, reveal 
the concentrated nature of federal spending. In 2006, the four largest agencies (of 
5 1 listed) produced 82% of total outlays, and the six largest (of 19) budget functions 
produced 84% of total outlays. Most of the spending by the largest agencies and 
within the largest budget functions is either mandatory spending (such as Social 
Security, Medicare, and income support), defense spending, or net interest spending 
on federal debt. 

Among the largest spending agencies or functions, minor reordering has 
occurred over the six years of data in this report. Net interest fell as a share of total 
spending, and in dollars slipped slightly, because of lower interest rates and slow 
growth in federal debt early in the period (net interest began growing again in 2005). 
The defense function spending grew as money was added for the war on terror and 
the wars in Afghanistan and Iraq. 

For the largest agencies, the Department of Health and Human Services moved 
from the second spot to the first, replacing the Social Security Administration, as 
health care costs continued to accelerate. The Department of Defense (military) 
moved from fourth to third, while the Treasury slipped into fourth (as net interest 
payments fell). Many of the smaller agencies experienced substantial changes in 
their ranking, such as Homeland Security, which moved from 15 th to 8 lh , based on 
its lead role in the war on terror and its funding for hurricane recovery in 2005 and 
2006. 

The concentration of federal spending in broadly popular or necessary activities 
makes congressional efforts to find and implement large spending reductions 
difficult. Without a substantial reordering of the public’s priorities, as reflected in 
the government’s allocation of resources, or a consensus among policy makers to 
reduce popular spending programs, spending reduction efforts seem destined to 
remain small. The result is a likely limited effect on overall federal spending or 
deficit reduction. 

This report will be updated as new budget data become available. 



1 Unless otherwise noted, all years mentioned in this report are fiscal years. 
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The federal budget is a large and often confusing compilation of facts, 
proposals, estimates, and expectations. This report compiles a portion of the 
extensive budget information available to focus on the high degree of concentration 
of federal spending within a relatively few areas or agencies. 

Total federal spending has grown greatly over the last 21 years, from $946.4 
billion in FY1985 to $2,654.9 billion in FY2006, 2 in current dollars. In constant 
(FY2000) dollars, outlays grew from $1,395.7 billion in 1985 to $2,313.6 billion in 
2006 (est). As a percentage of gross domestic product (GDP), outlays have declined 
from 22.9% of GDP in 1985 (a year of recession) to 20.3% of GDP in 2006. In 
between, outlays fell to 1 8.4% of GDP in FY2000 (a year of rapid economic growth) 
before climbing to the 2006 level. 

The government spends this money on an immense number of activities through 
a large number of federal agencies. To provide some sense of what this money is 
spent on and in what amounts, this report ranks federal spending by federal agency 
andby the Officeof Management andBudget’s (OMB’s) 19 budget functions (which 
OMB uses to characterize spending by broad categories) for the years 2001 through 
2006. The data are arranged by size, from largest to smallest. For agencies and 
budget functions, the data are shown in dollars and as percentages of total spending. 
For budget functions, the data are also shown as percentages of gross domestic 
product (GDP). The data are from the Budget of the United States Government for 
Fiscal Year 2007, from the OMB, and from the Final Monthly Treasury Statements 
for various years from the Treasury. 

The data clearly show two general patterns to federal spending. The first is that 
most federal spending is, and has been over this period, concentrated in a limited 
number of agencies and in about a third of the budget functions. The second pattern 
is that, except for a handful of agencies (usually smaller ones), the relative rank of 
the various spending categories has changed relatively modestly and slowly over the 
six years. The combination of these two patterns indicates that the distribution of 
federal spending, although always in some flux, has been fairly stable over these 
years. 

One other observation related to the concentration of federal spending is worth 
noting. Other than defense spending, the spending of the largest agencies or budget 
functions is mostly composed of mandatory or required spending, such as Social 
Security, Medicare, Medicaid, federal civilian and military retirement programs, and 



2 Unless otherwise noted, all years mentioned in this report are fiscal years. 
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interest on the debt. OMB’ s short definition of mandatory spending states that, 
“[mandatory and related programs include direct spending and offsetting receipts 
whose budget authority is provided by law other than appropriations acts.” 3 This puts 
somewhere between 60% and 70% of total federal spending outside the annual 
appropriations debate. 

Even the 30% to 40% of the budget that is subject to annual appropriations is 
not completely discretionary. Much of the annual appropriated amounts are 
necessary to fulfill legal commitments that the government had entered into in 
previous time periods, such as contracts or other obligations. Unless Congress and 
the President are willing to eliminate programs and the payroll costs for federal 
employees that run them, a certain amount of the annual appropriations is needed for 
federal salaries. In addition, approximately half of the annual appropriated amount 
goes to defense spending, an activity that is difficult to reduce during a time of war. 
In effect, much less than the 30% to 40% of the budget considered discretionary can 
be reduced through appropriations alone. 

Tables 1 and 2 rank federal spending by agency, including spending for the 
legislative and judicial branches, by amount spent in FY2006, from largest to 
smallest. The Other Independent Agency category in the tables combines the outlays 
of a multitude of relatively small agencies. The International Assistance Program is 
a collection of activities not included in a specific agency. Table 1 contains outlays 
in millions of dollars and Table 2 shows the agencies by their percentages of total 
outlays. In 2006, for example, the National Science Foundation ranked 25 th , had 
outlays of $5.5 billion, and accounted for 0.2089% of total outlays. 

Tables 3 and 4 duplicate Tables 1 and 2 respectively but are ranked by the 19 
federal budget functions instead of departments and agencies. As with the 
departments and agencies, the functions are arranged in descending order by amount 
spent in 2006. The Natural Resources and Environment budget function in 2006, for 
example, had outlays of $33.1 billion, which were 1.2% of total outlays, and ranked 
12 th out of the 19 budget functions. In addition. Table 5 shows the budget functions 
by their share of GDP. The Natural Resources and Environment budget function 
used 0.27% of GDP in 2006 (in 2006, total outlays were 20.33% of GDP). 

Outlays by Agency 

Tables 1 and 2 contain 2001 through 2006 outlays listed by the largest amount 
spent by an agency, the Department of Health and Human Services (HHS), to the 
smallest amount spent by an agency, the General Services Administration, and on to 
those agencies with negative outlays (in which the agency’s outlays are offset by 
collections credited to the agency — see footnote 5). This ordering of federal 
spending clearly shows the persistent concentration of federal spending in a few 
agencies. 



3 OMB. Budget Of the United States Government for Fiscal Year 2006. February 2005. 
Historical Tables, p. 15. 
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When combined, the four largest departments and agencies — HHS, the Social 
Security Administration (SSA), Defense(DOD), and the Treasury — spent $2,136 
billion, or 81.5% of the total outlays in 2006. 4 The smallest of these four, the 
Treasury ($464.3 billion), spent almost five times as much as the Department of 
Agriculture ($95.4 billion), which ranks right below the Treasury in spending. The 
department spending the most, HHS ($614.3 billion), spent 10 times what the tenth 
largest, the Department of Transportation ($60.1 billion), spent in 2006. The two 
largest, HHS and SSA, each spent over 22% of total outlays in 2006. The DOD 
almost reached 19% of total outlays in 2006. The Treasury spent 17.5% of total 
outlays. The next department in order, Agriculture, spent 3.5% of total outlays, 
showing the large gulf between the four largest agencies and all others in the amounts 
spent. 

The next 14 departments or agencies in the table spent over $10 billion but less 
than $100 billion in 2006. 5 Their combined spending was $663.4 billion (25.0% of 
total outlays). The 11 departments and agencies spending more than $1 billion but 
less than $10 billion (including the Judicial and Legislative Branches), produced total 
outlays of $63.9 billion and 2.4% of total outlays in 2006. These 1 1 combined spent 
slightly more than the Office of Personnel Management alone (ranked ninth in the 
list). 



The final group of agencies with positive outlays, a group of 16, each spent less 
than $1.0 billion. This group’s combined outlays were only $6.5 billion and just 
0.24% of total outlays in 2006. The amount spent by these 16 for FY2006 was a little 
more than the amount spent by the Department of Commerce ($6.4 billion) and 
approximately what HHS spent, on average, in just under four days. 

The sum of the percentages of total outlays spent by the agencies with positive 
outlays equals 109.2% of total outlays for 2006. The remaining six agencies with 
negative outlays (also called offsetting outlays or offsetting receipts) plus the 
negative outlays from the undistributed offsetting receipts category, produced $243 . 1 
billion in outlay offsets (-9.2% of total outlays). Adding these offsetting outlays to 
total (positive) outlays produces total net outlays for 2006 of $2,654.9 billion. 6 



4 Some of the money spent by SSA, Treasury, HHS, Defense, and the other departments and 
agencies includes internal payments within the government itself. To avoid counting these 
internal payments in total outlays (which represent government expenditures to the public), 
they are offset either against the spending of the government recipient or are subtracted from 
outlays through the undistributed offsetting receipts category, (a negative outlay amount 
found at the bottom of the list in each table). The Treasury is somewhat of a special case. 
Without the inclusion of total interest payments on federal debt in its totals, its outlays drop 
in 2006 from $464 billion to $58 billion (and 2.2% of total outlays). Adding the net interest 
portion of total interest to this non-interest portion of Treasury outlays produces modified 
2006 Treasury spending of $285 billion (10.7% of total outlays), an amount substantially 
larger than the next largest agency, the Department of Agriculture. 

5 Negative outlays, usually as offsetting receipts, keep the totals from exceeding 100% of 
total outlays. See footnote 5. 

6 Negative outlays or offsetting receipts generally refer to collections by one agency from 

(continued...) 




